IRS TAXPAYER BURDEN
REDUCTION INITIATIVE

The New Form 940 for 2006:

“Plain & Simple”




Project Purpose

To reduce taxpayer burden and increase
voluntary compliance by redesigning Form 940
and reengineering the processing.




History of Form 940 Redesign

« Began May 2004

* Led by Office of Taxpayer Burden Reduction
(TBR)

e |IRS team of experts

— Input from internal & external stakeholders
— Partnered with DOL, NASWA & Treasury

e Plain language document




History of Form 940 Redesign

Developed objective

Defined scope of project

— Redesign 940, 940EZ, 940 PR

— Simplify instructions

— Ensure optical scanning

Line-by-line review — “who uses data?”
Reviewed internal processing

Began redesign




The new Form 940 for 2006 —
“Plain & Simple”

e Combined Forms 940 & 940EZ
— No more need to determine which to use
— All advantages of 940EZ retained

— Reduced burden for over one million current “long form”
filers

e Set up In logical sequence from taxpayer’s point of
view
— Administrative-type guestions first
— Most commonly answered guestions next
— Adjustments and more complex issues follow
— Fill out only lines that apply; skip those that don’t




The new Form 940 for 2006 —
“Plain & Simple”

 Information organized into 8 segments

— Taxpayers can complete one segment at a time
— Breaks major task into smaller ones

 Large at place for signature
— Reduces chance of omission

 Instructions on form — every line explained

— Form and instructions guide you through math
calculations




The new Form 940 for 2006 —
“Plain & Simple”

Form 940 for 2006: Employer's Annual Federal Unempleyment (FUTA) Tax Return

Dipantmant of ina Traasry — Imamal Ravenus Sanics CIME P 15450028

Employar idani¥ication r-umlrﬂllm l:‘ l: '|: I: : I: l: l:‘ l:‘ y . fuarn (e ’ Name (nol your tade name)

Hame [rof your tracia ama)

-—-\jision-Draft1 |_. BEeRE

adoress 168, 1" quarter (January —March 31)
|"““" 427105 -10:40:16 AM e 1o, 2 quarter (Al 1 = Jum 30)

oy £ TF oo 18a. 9% quarter  {July { — Soptember 30)
Read tha separate insinuations before you fil out this farm, Plaase type or print within the Eoxes,

more than §

184, 4" quarer  (Cehober 1 - December 31) +

Part 1: Tell us aboul your returm. If any line does NOT apply, leave it blank.

1. I you were required to pay your state unemployment tax in ... 17. Total tax liability for the year (lines 164 + 16b + 16¢ + 16d = line 17) 17 : Total
1a-b. One stale only, write e elale sbbrevistion 18 I anp stete
-Of - Part 6 May we contact your third-party designee?

1o.  More than ona state You are a multi-state employer) ... 1e[ Gheck here. Fil out Schedus A g:mwulv-iw--mplwu,-mluww,wmh«p-mnmmmmmmummmm?s-nnmwmu
{Form ©40), Part 1.

2. I you pesd wage Statal, Is subject to GREDIT REDUCTION .. 2 | Chack here. Fll oul Schadule A
{Form 830}, Part 2. D Wes,  Designes's nams

Part 2: Determine your FUTA wages for 2006, If any line does NOT apply, leave it blank.
Phon smammmmmwuumnmhmnjmnr

4. Pavments sxempt from FUTA tax Ll No

sy s e 1ot

4b. Growp term e insurance de. Other
4e. Retiramant/Pension

5, Payments made to aach employes in axcess of §7,000

3. Total payments to all smployses

4 pesjury, | dectare that | b ied thiw rwtuem, incluxing e d o the bestof

my krowladge and ballat, Itllhn comect, and completa, and that no part of amy paymant made to a slate unemploymant lund clalmed as a
N . B Sl gt e A

6. Subtotal {line 4 + line 5 = line &)

7. Total taxable FUTA wages (line 3 — line 6 = line 71
8, FUTA tax befors adjustments (line 7 x 008 = line 8.
Part 3: Determine your adjustments. If any line does NOT apply, leave it blank.

9. ALL of the FUTA wages you peid
iline 7 % 054 = line 9 Then go to line 12,

10 IImormeH.lmmuyoupa were axempt from siate unemployment tax, OR you paid
state unemployment tax |ate (after the due dale for filng Form 940, fll out the

H‘ell\!mmmz&prllmx’vwl":wmk:heﬂwb line 102, | l:l
Praparers EIN
11. I cradit recuction applles, copy line 3 from Schedule A Fom 5400 l:l
Praparars SSNFTIN

Part & Determine your FUTA tax for 2006. y li y, enter zero.

12 Totad FUTA tex fter adjustments dines 8 +9 + 10 + 11 = line 12}

14. Balanoa dus (If [ine 13 (5 kess than line 12, enter the difference on line 14.1 Make your check payable

13. FUTA tax depasited for the yeer, Incheding any payment applied from a prior yess |
1o th United Stabes Traasury, |

ew ]
[ ]

ZIP code

15, Qvarpayment [ line 13 is mone than line 12, enter the difference on line 15 and check a box below.)

| Do ! i

Cat Mo 112340




The new Form 940 for 2006 —

“Plain & Simple”

 New check boxes In
top right corner
— No more A, B, C,
guestions

— New boxes for
successor employers,
final & amended returns

— Will promote accuracy,
reduce unnecessary
correspondence

9999
OMB No. 1545-0029

A) Tax Return

Type of Return (Check all that apply)
!
i a. Final

' b. Amended

c. Successor employer




The new Form 940 for 2006 —
“Plain & Simple”

 No more hand-written explanations of
exempt payments required

— Check boxes capture exempt payments

4. Payments exempt from FUTA tax

Check all that apply:[:l 4a. Fringa benafits D 4d. Dependent care
4b. Group term life insurance D da. Other
4¢. Retirement/Pension




The new Form 940 for 2006 —
“Plain & Simple”

 New section for computing adjustments

— Replaced old Part Il, lines 1-6 with new Part 3
(lines 9 & 10)

Part 3: Determine your adjustments. If any line does NOT apply, leave it blank.

8. WALL the FUTA wages you paid were exempl from state unemployment tax I:l
{line 8 x .054 = line 9) Then go to line 12, 2]

10. If SOME of the FUTA wages you pald were exempt from state unemployment tax, or you paid

ANY state unemployment tax late (after the due date for filing Form 840), fill cut the worksheet in -
the instructions. Copy line x from the worksheet onto ling 10, ... s e 10




The new Form 940 for 2006 —
“Plain & Simple” y

 New worksheet for computing adjustments

— Worksheet, with decision points, guides you
through computation if you have late payments
or exempt employees

— No more requirement to submit computations
with return; you keep with your records




The new Form 940 for 2006 —
“Plain & Simple”

Need 7 Call ua &t 1-B00-B29-4933 o vieh our web site &l www.lrs,

rks hee e it workeheeta Fig ure your. crad T

P some of the wages you paid were axampt from state unemploymant tax, OR
P you pald any state unemployment tax |ate. (LATE means afer the dua date for filing Farm 940.)
[Bafona o can property T ol this workaheet, you will reed 10 gather this nfommation:
B Taoable: PUTA wages (from |ine 7 of Form $40)
® Toomble stabe unemplcymant wages
B Therexparianca rates assigned i you by the states whar you pakd wages
u Theameunt of state unemployment taoes you paid on tme (ON TWAE means that you paid the state unemplayment taxes on or before:
the dise date for filing the Farm B40L)
= The amea i of state unemployment tees you pald Bte

Maximum allowable cradit (Lise 7 frem Form 940 % 054 = Ene 1)

Compute ourm
2 Credit for timely state unemployment tax payments = How much did you pay on time?

265 equial to ar mors than ling 1. enter zerc.cn ine 10 of Foem 540, STOR her
continue this workshest.
3. Additional credit
= ‘Ware all of your sxpariance rates 5,4% or more? If the experience rales assigned 10 you by ALL stetes for
) stabs unemployment taxes wers 5.4% or mote fof e entire sendar yesr, snber 2810 an ine 3. Then
dote line 4 of s warkshee!
-0R-

= Ware any mm.d-.cnraluuummu'ﬂlnltdmamunlnwriuuw—ﬂwmtr,l
xinbs were less than 5.4% for sl or part of the calendar year, comphete the somputsticns bel

Stale  Compulation rale. Tanshle stabe Addilional credit
unemglovimsel w3ges

s e s fhean 5.4% o AL L or
wikia e
Copythe botal onio Iine 3.

4. Subtotal iLines 2 + 3 =line 4

= I e 4 s equal loor mone han Ene 1, enler 2eraon ing 10 of Form BA0. STOP here.

® H ine & s less Ban line 1, continue this worksheet.
Credit for paying state unemployment taxes late
Sa. What is your remaining allowable credit? (Lnes 1 — 4 =ine S
5b. How much state unem ployment tax did you pay late?

Se. Which is smalier (line 5a or 5b)7 Copythe smalier number onio ine Sz, S l

Sd. Your allowabie credit for paying state unemployment taxes late (Line 5cx 90 = line 5d)

Your FUTA credit (Lines 4 + 5d = line §)

—
& | ine G 3 equal bo or mare than lime 1, enter zero on ine 10 of Form 840, STOP here. .ﬂ
W I ine &5 less Ban ine 1, continue this worksheet.

T, Your adjustmant (Lines 1 lif 7 Enilar this ssnisint an ine 10 6f Famm D60

Do mot attach this worksheet to your Form §40. Keep it for your records.
Instructions for Form 540; Employer’s Anmual Faceral Unemployment Tax
‘DFaft



The new Form 940 for 2006 —
“Plain & Simple”

e New Schedule A

— Part 1 for multi-state employers to report state
unemployment account numbers

— Part 2 for credit reduction information

— Will simplify computation, increase processing
accuracy, and reduce unnecessary taxpayer
correspondence




The new Form 940 for 2006 —
“Plain & Simple”

Schedule A (Form 940) for 2006:
Multi-State Employer and Credit Reduction Information

Department o the Treasry
riamal Fasanua Sardca

___Vision Draft1 =~

’—41?27#0540%0:4021#\!!

Name | rof yoor iade nare)

About this schedule:
* You st fil oul Scheduls A, Form 840 {Employer's dnnual Federal Unemplayment Tax Return) if you were required bo fay your slals
urampleyment tax in mave than one state or If you pakd wages in any state that |5 subject 1o cnealt reduction.
* Altsch Schedule A o your Form 840 arv fle it with your retum.
Far mare informalion, read the nstructions on the back of this schedule.

Part 1

1. For any state in which you paid wages this year, write the stafe unsmployment account number assigned to your business. For a list
of slate names and their abbreviaions, see page 2.

AK (] MT PR

AL (9 NG

2. I you paid wages in any of these stales ...

2a [Name of State] Tolal baxabile FUTA itd in [slabe]

2b. [Nema of State] Tolal laxable FUTA wages paid in [state]....

Instructions for Schedule A (Form 940) for 2006:

Multi-State Employer and Credit Reduction Information

Part 1: Fill out this part if you were required to
pay state unemployment taxes in more
than one state.

For every stale in which you paid wages this year,
Fill in the state unemployment account number assigned
o your business nest to the abhreviation For the
appropriate state

Note: [ you do not have an unemployment account
numnber Fron a state in which vou paid wages, contact the
local state office 1o weoeive one v Applied For on the
appropriate line for the state

rease of eference, here i alist of the states and
ritories ad their bwo-letber postal abbrevistions:

z
£

Postal
State

2c. [Name of State] Total tavabis FUTA In state]

MT
Hebraska NE
Nevada v
Naw Hampahina
New Jarsey
Waw Mexico
New York
Horth Carclina
Narth Dakota

BRABESNEF
=

o
ul

Ohig
Oldahoma

e
=r

Oregen
Pennsyhvania
Pusria Rieo.
Fhade |sland
South Carcling
‘Sauth Dakota
Tennessee

ZFa

Texas

Ulah
Varmont
Virginia
Virgin lslands
Washington
Wast Virginia
‘Wisconsin
Wyoming

55EEEERS 20°
SESE=5SS7 ZBB233288% g53:2¢2

2d. [Name of Stale] FUTA wages paid in [stale].

26, [Name of Stas] Tolal baxabia FUTA wag in [state] LR P

3. Total credit reduction (Lines 2a+ 2b+ 2o +2d + 2o = line 3}
Copy line 3 onto line 11 of Form 940,

A (Form 940

Part 2:  Fill out this part to tell us about wages
you paid in any state that is subject to
credit reduction.

You are subject to credit reduction, if you paid
wages in any state lis

If you paid wages in any states that are subject to credit
reduction. find the lines where the states are listed

L thee Fiest bos, enter the total tasabl wages that
you paidl in that state. Do not use yous state
wnemployment wages here.

Then nultiphy the total tuxable FUTA wages by the
number shiown,

Enter your answer in the hox at the end of the line

Total credit reduction

Tex calenlate the total credit reduction

line 2a
line 2b
line 2c
lie 2d
+__line 20
line 3

Then copy line 3 onto line 11 of Form 840,

Attach Schedule A to Form 840 when vou file vour metum




The new Form 940 for 2006 —
“Plain & Simple”

 Form 940-V Payment Voucher removed
from form

— Now In Instruction booklet
— Less likelihood of being detached

— Will expedite processing, prevent unnecessary
correspondence




The new Form 940 for 2006 —
“Plain & Simple”

 Form will be optically scanned
— More accurate and efficient
— Reduces chance of errors




Next Steps

Gathering feedback

— Send comments to: Form940redesign@irs.gov

Focus groups & cognitive testing of form
— May to September 2005

November 1, 2005

— Target date for finalizing design, submitting to IRS
programmers & software developers

2006 — roll out redesigned Form 940
2007 processing season — begin scanning forms




Project Contact

e Lisa McLane, Technical Project Manager,
Office of Taxpayer Burden Reduction

— Phone: (202) 283-2315
— Email: Lisa.A.McLane@irs.qov




